
BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2011-175-E - ORDER NO. 2011-511

IN RE: Petition of Duke Energy Carolinas, LLC for ) ORDER REVOKING

Approval of an Accounting Order to Defer ) APPROVAL OF

Certain Costs Related to Pension Plan ) ORIGINAL PETITION

) AND APPROVING

) AMENDED PETITION TO

) DEFER CERTAIN

) PENSION PLAN COSTS

This matter comes before the Public Service Commission of South Carolina

("Commission") on an Amended Petition for an Accounting Order to Defer Certain

Pension Costs submitted by Duke Energy Carolinas, LLC ("DEC" or the "Company").

These pension costs result from its participation in Duke Energy Corporation's qualified

nonconh'ibutory defined benefit retirement plans ("Pension Plan"). In addition to this

request, Duke also asks the Commission to revoke approval of its original Petition filed

on April 26, 2011. It states the need for this revocation of approval results from

confusion between the Company and the Office of Regulatory Staff ("ORS") about its

previous filing that the current Amended Petition eliminates.

Through its Amended Petition, DEC seeks to defer the approximately $8 million

return on South Carolina's portion of pension contributions made to Duke Energy

Corporation's pension plan as well as $1.8 million representing South Carolina's portion

of the Voluntary Opportunity Plan ("VOP") and Mid-West Office Consolidation pension

costs. The Company states that, while this request will not affect retail rates or pricing at
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this time, it will include the proposeddeferredcosts in the next generalrate case

proceeding,which it expectsto file sometimelaterthis year.

As backgroundto explainthe needfor thesedeferredpensioncosts,DEC states

that its last generalratecase,containedin DocketNo. 2009-226-E,included$3,574,000

of projectedincreasedpensionexpensesfor calendaryear2010dueto the downturnin

theeconomy. Thisunusuallylargereductionin thefair valueof pensionassetstriggered

a needto provideadditional funding for the PensionPlan in order to meetprojected

liabilities. To fulfill this need,the settlementagreementbetweenthe partiesin that

Docket specifiedthe $3,574,000projectedincreasewould be removedfrom baserates

and recoveredthi'oughanannuallyupdatedrider ("PensionCostRider"), which would

accountfor the differencebetweenthe pensionexpenseamountcollectedin baserates

andthe actualpensionexpenseamount,l CommissionOrderNo. 2010-79setthe initial

pensioncostrider at .0166centsperkilowatthour (kWh).

On November 30, 2010, Duke Energy Carolinas filed an Application for

Approvalof a ProposedPensionCostRider in DocketNo. 2010-387-E.ThatApplication

soughtapprovalof a pensioncostrider that includedestimatedannualpensioncostsfor

theupcomingyearalongwith a true-upto reflectactualpensioncostsin the prior year.

The amountsrequestedto be recoveredthrough the PensionCost Rider were the

approximately $8.2 million return on South Carolina's portion of the pension

contributionsand SouthCarolina'sportion of VOP andMid-WestOffice Consolidation

pensioncosts,whichwasapproximately$1.8million. However,on February24,2011,

1 Order No. 2010-79 (January 27, 2010), Exhibit No. 1, p.8, Docket No. 2009-226-E.
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DEC filed an Amended Application for Approval of a Proposed Pension Cost Rider, in

which it did not include a request to recover the return on pension contributions or the

costs related to the VOP and Mid-West Office Consolidation pension costs. On March

26, 201 i, the Commission approved the Company's Amended Application to be effective

April 1,2011. The updated Pension Cost Rider was set at .0089 cents per kwh effective

for service rendered on and after April 1,2011, and remains in effect today. The Pension

Cost Rider does not include coverage for the return on pension contributions or the costs

related to the VOP and Mid-West Office Consolidation pension costs.

DEC now states in its petition that, as of April 30, 2011, South Carolina's

allocation of the return on pension contributions not included through the rider are

approximately $4 million, and the Company projects South Carolina's allocation will be

approximately $8 million by January 31, 2012. DEC states in its petition that the South

Carolina allocation of the jurisdictional VOP and Mid-West Office Consolidation cost

that is not included for recovery through the Pension Cost Rider is approximately $1.8

million.

We grant the request of DEC to revoke approval of the original Petition and grant

the Amended Petition to defer an estimated total of $9.8 million, consisting of the

projected $8 million return on pension contributions and the $1.8 million in costs related

to VOP and Mid-West Office Consolidation pension costs, which will be subject to

review in the Company's next general rate case. This accounting order will not preclude

the Commission or parties from addressing the reasonableness of the costs deferred in the

regulatory asset account in a future general rate proceeding.
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This Order shall remain in full force and effect until fresherorder of the

Commission.

BY ORDEROFTHE COMMISSION:

Joh_E.Howard,Chairman

ATTEST:

DavidA. Wright, Vice Chairn_an
(SEAL)


